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FRIDAY, JANUARY 20, 1956 


Unirep States Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to call, in room 301, Senate Office 
Building, at 10:05 a. m., Senator J. W. Fulbright (chairman) presiding. 

Present: Senators Fulbright, Robertson, Sparkman, Frear, Douglas, 
Lehman, Morse, Capehart and Bennett. 

Also present: Senators Hruska and Curtis. 

The CuHarrMan. Will the committee come to order? Inasmuch 
as we have two Senators, I believe, ready, willing and able to testify, 
we will take up the nomination of Mr. Samuel C. Waugh to be 
president of the Export-Import Bank of Washington. The statute 
provides that the president shall also be chairman of the board. 

I understand Senator Hruska is here to make a statement in regard 
to this nomination. 


Before he begins, we will insert this biographical sketch of Mr. 
Waugh. 
(The biographical sketch referred to follows:) 


BIOGRAPHICAL SKETCH—SAMUEL C. Wavucu 


President, Export-Import Bank of Washington, interim appointment, October 
1, 1955, to date. 

Deputy Under Secretary of State for Economic Affairs, August 25, 1955 to 
October 1, 1955. 

x Assistant Secretary of State for Economic Affairs from June 4, 1953 to August 
5, 1955. 

United States Alternate Governor, International Monetary Fund and the 
International Bank for Reconstruction and Development, August 4, 1953 to date 
of resignation, September 30, 1955. 

Born in Plattsmouth, Nebr., April 28, 1890; edueated in public schools of 
Lincoln,, Nebr., and University of Nebraska. 

Joined the First Trust Co. of Lincoln, Nebr., July 1, 1913. (Resigned as 
senseager to become Assistant Secretary of State in 1953, but has remained on 

ave of absence as a member of the board ot directors.) 

Nebraska Mortgage Bankers Association, past president. 

Chamber of Commerce of Lincoln, Nebr., life member, past president. 

American Bankers Association: president of trust division, 1938-39; member 
of trust division executive committee, 1934-39; member of A. B. A. adminis- 
trative committee, 1938-39; member of executive council 1937-39, 1942-43, 
1945-49; member of research council, 1943-44; member of committee on service 
for war veterans, 1944-47; member of economic policy commission, 1952-53. 

Chamber of Commerce of the United States: Past member of Government 
affairs and policy committees. 

Director, Citizens State Bank, Lincoln, Nebr.; trustee, University of Nebraska 
Foundation; trustee, Doane College, Crete, Nebr.; trustee, Cooper Foundation 
(a charitable trust), Lincoln, Nebr. 

University of Nebraska distinguished service award, 1951; Doane College 
honorary degree—L. L. B., October 1955. 

As Assistant Secretary of State: chairman of the United States delegation oi 
the Colombo Plan Consultative Committee at New Delhi in 1953 and Ottawa in 


1 











2 NOMINATION OF SAMUEL C. WAUGH 


1954; chairman of the United States delegation and representative of the President 
in tariff negotiations under the General Agreement on Tariffs and Trade at 
Geneva on several occasions in 1953-55; member of United States delegation to 
London and Paris at the Ministers’ meetings of the Organization for European 
Economic Cooperation in 1953-55; member of. United States delegation at 
meetings of the Organization of American States at Caracas in March 1954, and 
at Rio de Janeiro in November 1954. 

The CuarrMan. Senator Hruska; we are very glad to have you. 
Will you come forward, please, and give us the benefit of your observa- 
tions? 

Senator Ropertson. Off the record. 

(Discussion off the record.) 

Senator Ropmrtson. On the record. 


STATEMENT OF ROMAN L. HRUSKA, A UNITED STATES SENATOR 
FROM THE STATE OF NEBRASKA 


Senator Hruska. Mr. Chairman, it is gracious of you to call on us 
first. Senator Curtis, my colleague, is also here to speak on behalf of 
Samuel Waugh. 

Mr. Waugh is a very highly respected man in business cireles, as 
well as generally by the public in Nebraska. For 40 years he was 
associated with the First Trust Co., of Lincoln, Nebr., a State-chartered 
institution which has worked its way into the first ranks of trust com- 
panies of that kind in that region of the United States. His service 
there and his identity with civic affairs and other affairs is such that 
he enjoys the highest and best of reputations. 

I am sure we speak on behalf of all the citizenry in that area, and 
business and professional men, as well as the general lay people, when 
we come here on behalf of his confirmation to the post indicated in 
the hearings of the committee. 

That is just about all. 

Senator Ropertson. What is the name of the bank? 

Senator Hruska. The First Trust Co., of Lincoln, Nebr. 

Senator Rosertson. Is that an independent bank or is it a bank 
holding company? 

Senator Hruska. It is a trust company which is not a holding 
company, Mr. Senator. 

Senator Bennett. Sometimes it holds back, though. 

Senator Hruska. So unless there are any other questions, I would 
just like to put it on that basis, Mr. Chairman. 

The CuarrMan. Any questions, Senator Capehart? 

Senator Capenart, We appreciate your coming. 

The CuarrMan, Senator Bennett? 

Senator Bennett. No questions. 

The CHarrMan. Senator Douglas? 

Senator Doveias. No questions of my good colleague here. 

Senator Hruska. Thank you, sir. 

aoe CHAIRMAN. Senator Curtis, would you like to come forward, 
please? - 
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STATEMENT OF CARL T. CURTIS, A UNITED STATES SENATOR 
FROM THE STATE OF NEBRASKA 


Senator Curtis. Mr. Chairman, I concur in the recommendation 
made by my senior colleague, Senator Hruska, in recommending the 
approval of the confirmation of Mr. Samuel C. Waugh to head the 
Export-Import Bank. I believe that the committee has before it a 
biographical sketch which enumerates some of the highlights con- 
cerning the career of Mr. Waugh. I have known him for many 
years. He was an active and prominent citizen in Lincoln, Nebr., 
which was in my congressional district before I came over to this 
body. He has had a wide experience and is a man of good character 
and reputation. Before he was called to the Government he was 
known over the country a good deal through his activities in the 
American Bankers Association and the United States Chamber of 
Commerce. 

I have no desire to take the time of this busy committee other 
than to—— 

The CuatrMan. How long have you known him, Senator Curtis? 

Senator Curtis. At least since the late thirties, I would guess, or 
maybe early forties. 

The CuarrMan. So you recommend him as a man of integrity? 

Senator Curtis. That is right. 

The CHarrmMan. Any questions? 

Senator Capenart. Thank you. 

The Cuarrman. Thank you. 

Mr. Waugh, would you care to come forward and say anything in 
your own behalf? 


STATEMENT OF SAMUEL C. WAUGH 


Mr. Wavan. Yes, sir. 

The CuarrmMan. We are very pleased to have you this morning. 
I think you know all of the members of this committee. You have 
been here before, have you not? 

Mr. Wavuen. Yes, I have been before this committee before and 
I have met some of the other members on other committees. 

The CuarrmMan. Mr. Waugh, I think you probably know that the 
Export-Import Bank is an object of special interest to this committee. 
The Senator from Indiana, when he was chairman of this committee, 
took a very special interest in it and traveled over this hemisphere, 
I would say, in his interest in promoting a wider and better use of 
this instrumentality. I agree with that too. I think it is an instrument 
that can contribute a great deal. 

We wondered, is it your intention to carry on a very aggressive 
program of the kind which I believe you know the Senator from 
Indiana and myself and other members have been interested in? 

Mr. Wauan. Yes, sir. It was on that basis, Mr. Chairman, that 
I left the interesting assignment I had in the Department of State. 
I served as an ex officio representative of the Secretary of State on 
the Board of the Export-Import Bank for something over 2 years, 
and in that capacity I could foresee the possibility of tremendous 
activity on the part of this bank. Having been there for 3 months 
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on an interim appointment, I see no reason to change but rather to 
amplify that thought. 

The CuHarrmMan. Have you noticed any indication that the Na- 
tional Advisory Committee on International Monetary and Financial 
Problems seeks to direct or control the activities of the Export- 
Import Bank contrary to the law making this bank an independent 
agency? 

Mr. Wavuau. No, I have not. The fact of the matter is, since this 
law under which we are now operating—there have been very few 
cases wherein we have had any problems with the National Advisory 
Council. It is a subject on which I would probably like to have a 
little guidance from this committee. 

The CuartrMan. Has the International Bank attempted to influence 
your policies with regard to loans, or otherwise? 

Mr. Wavau. That is a subject on which, as I say, I would like to 
have a little more guidance, because I have some very definite thoughts 
in that respect. Perhaps I should call attention to the fact that I 
have served as an alternate Governor of the International Bank. 

The CHarrman. You have already? 

Mr. Wavueu. From August 1953 until September 30, 1955, the date 
of my resignation. In that capacity I knew something of the problems 
that have arisen between the two banks. My own personal feeling 
is—and I assume that is what you would like to have me give, sir-—— 

The CHarrRMan. Yes. 

Mr. Wavau. My own personal feeling is that the Export-Import 
Bank is a wholly owned United States bank loaning in dollars and 
serving the business interests as well as the private banking interests 
of this country, by supplementing their efforts. I feel, particularly 
since the Korean war, that the world market has changed from a 
seller’s to a buyer’s market. The competition in the international 
field is much more acute than it has been since the inception of this 
bank some 21 years ago, and it is necessary for the Export-Import 
Bank to be able to serve the American industry in order to assist in 
keeping the industrial activity of this country on a high plane. 

While I believe there is very definite need for coordinating the 
efforts of the Export-Import Bank—— 

Senator Roperrson. In that connection, if I may interrupt? 

Mr. Wavueau. Please. 

Senator Ropertson. The Federal Reserve Board sent a number of 
its experts before us yesterday to discuss economic development in 
this country, and economic trade abroad. One of the charts indicated 
in the 1953-55 period industrial expansion in Western Europe exceeded 
ours percentagewise. 

Mr. Waveu. That is a point I want to come to, Senator Robertson. 
I was just about to say with the change from a seller’s to a buyer’s 
market and with the increase in the industrial activity in Europe and 
in other parts of the world, to which has more recently been added 
the Soviet competition, I think it is necessary for the Export-Import 
Bank to maintain a great degree of flexibility, and I cannot conceive 
of the fact that any international organization should have any veto 
power over any United States bank. 

I repeat, I do think it is necessary to coordinate-the efforts of the 2 
banks, the same as it is with any 2 banks, in making loans to 1 borrower 
in 1 field. 
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The CuarrMANn. Does the Senator from Indiana have any questions? 

Senator CapEeHartT. Just in respect to that matter, is it your 
thought that the International Bank should be the one that should 
do all of the coordinating? 

Mr. Wavuen. Absolutely not. That is not the meaning of the 
word ‘‘coordination” to me, 

Senator CargeHnartT. One of the reasons I ask you some of these 
questions is because the International Bank officials feel we do not 
or should not ever call them before this committee and question 
them. So I presume the only way we can get at them is to question 
those who deal with the International Bank rather than the Inter- 
national Bank directly. I do not agree with their position, but never- 
theless they take that position, which I think is all wrong. I think 
if this committee wanted to do so, it has the right, and I think it 
even has the obligation and responsibility as a big stockholder in the 
International Bank, to call them before this committee from time to 
time and question them. However, they take the position we should 
not do it and I have not quarreled with them up to this point, but 
I may quarrel with them later. I take the position that we own at 
least a third of the stock of the International Bank, and this com- 
mittee has jurisdiction over the International Bank and its activities 
and, therefore, we ought to know what is happening to our one-third 
of the stock. 

Is it not a fact that the International Bank goes into different 
countries of the world and dictates to them, or tries to, or at least 
tells them they will do certain things for them, providing they will 
turn over all of their activities in respect to borrowing moneys from 
other countries and let them control it? Does that not happen 
every day? 

Mr. Waven. There have been instances where that has been 
reported both on a staff level and on a higher level than staff. 

Senator Capenart. The International Bank goes so far as to tell 
these countries does it not, that they cannot do any business with the 
Export-Import Bank, or cannot do any business with American 
exporters because the International Bank feels they have used up 
all of the credit they are entitled to at the moment and, therefore, it 
sits there as the dictator of the fiscal policies of these countries? 

Mr. Wave. I do not think I have ever heard of them going that 
ie, or being that explicit, but that is the deduction many people have 
taken. 

Senator Carenart. They take the position they will not do business 
with private enterprisers in a given country or the country itself 
unless they will agree they will consult with them in advance of any 
credit deals they might make with any other country, or any other 
private enterprise. Do they not take that position? 

Mr. Wauau. They take the position they are able to go to a country 
and develop the limit of borrowing or the credit worthiness of that 
country and, as you know (1) they must make loans only to govern- 
ments; and (2) the loans that they make for project loans must be 
put up for competitive bidding. I personally disagree with their 
position, that is, that the International Bank alone can be the sole 
judge of a borrowers credit worthiness. 

Senator Capenart, It is hard for one to quarrel with the idea, of 
course, that any individual, or country, or business, should not 
centralize its credit activities and centralize its fiscal policies. 
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Mr. Waveu. That is correct. 

Senator CargeHart. And that it ought not become involved in 
every direction and not know what it is doing. No one can quarrel 
with that idea and I am certainly not quarreling with it as a Senator 
or businessman, but I wonder how far we should go. We are holders 
of one-third of the stock in the International Bank, and even though I 
think it has done a lot of good and I am not quarreling with it—still 
the question in my mind is how far should we, meaning the United 
States Government with its own Export-Import Bank representing 
its own people exclusively and its own business interests of the United 
States—how far should we go in permitting the International Bank to 
dictate to us? I think therein lies the question, what we should do or 
should not do. 

Mr. Wauau. This is a subject I have discussed during my interim 
appointment with Secretary Humphrey and Secretary Dulles. In 
fact, I discussed the problem with Secretary Humphrey before I 
indicated that I would accept this position, subject to the approval of 
your committee. I think that Secretary Humphrey and Secretary 
Dulles have a very clear understanding of the necessity for the Export- 
Import Bank making its decisions on loans wherein there is a national 
interest of our Government, and wherein the interests of our manufac- 
turers and our exporters are involved. 

Senator CaPpeHarRtT. You made the statement a moment ago, and 
rightfully so, that the world market has developed into a seller’s 
market rather than a buyer’s markei 

Mr. Waveu. Just the opposite. It has developed into a buyer’s 
market. : 

Senator CaprHart. I mean that, of course. In the United States 
today manufacturers and exporters find themselves in competition 
with exporters and manufacturers all over the world. It is keen 
competition, it is rough competition, and it is tough competition. It 
is not only tough pricewise but it is tough on terms, and it is likewise 
tough on quality. JI am not passing on whether it is good or bad, I am 
just being factual about it. I find all of these other countries, their 
governments, are with their own agencies exclusively helping their 
businessmen and exporters and manufacturers to compete in the world 
market, But here i am afraid we find we have a sort of divided 
loyalty between the Export-Import Bank and the internationa] bank. 

My question and my concern is, are we going to come out on the 
short end, in the end? That is the thing that concerns me. I find 
from the budget message that in 1955 your actual expenditures, or 
loans, were $229 million, and your receipts were $330 million. In 
1956 you estimate your loans will be $276 million and your receipts 
will be $361 million, which means you are going to collect nearly $100 
million more than you are going to loan. I find in 1957 you are going 
to loan $291 million and have receipts of $391 million, which is exactly 
$100 million that you are going to collect more than you are going 
to loan. 


I am not pee, with that particularly. I just do not know 


whether it is good for business or bad. I do not think it is in keeping 
with the spirit in which this committee and this Congress would like 
to have the Export-Import Bank function. 

Mr. Waveu. To substantiate what you say, Senator, there are now 
11 countries that are assisting their exporters and manufacturers in 
the way of financing of one type or another. 





NOMINATION OF SAMUEL C. WAUGH 


Senator Carprnart. They are the big manufacturing countries. 

Mr. Waveu. Eleven countries. That is correct. 

Senator Caprenart. I say, they are the big ones. They do most of 
the manufacturing. 

Mr. Waveu. That is where the competition comes from. 

Senator CaPpEHART. Yes. 

Mr. Waveur. Now in 1954—and I have calendar figures, I am sorry, 
because these have just been prepared for me—in 1954 the Export- 
Import Bank made or authorized 34 loans for $346 million. Included 
in that $346 million was 1 loan for $100 million to the Southern Peru 
Copper, which is just now coming into effect. In 1955 calendar year, 
the past 12 months, the bank authorized 113 credits for $374 million. 
Here again I add in the $374 million that there is a $60 million credit 
for the Argentine steel mill, which has not been signed, but is in the 
process of negotiation now. 

Senator Carenarrt. Is there not a $75 million loan to Brazil? 

Mr. Waveu. That was not in this figure. That was before that, 

Senator Caprenart. I see. 

Mr. Waveu. I have all of the Brazil figures here. One reason why, 
Senator, we think that we will be able to do a larger volume of business 
is that we believe we are going to be able to get more cooperation from 
the private banks. Since October and since the first meeting of our 
advisory committee, upon which I would like to enlarge if you would 
like to have me do so later, we have started a campaign and been to 
Chicago and met at the Federal Reserve bank with all of the banks of 
that area. Tuesday of this week we met at Cleveland with the Federal 
Reserve banks in that area interested in foreign trade, and on February 
17 we go to Boston. We are encouraging private bankers to take 
larger participation in these loans. We think by doing that we can 
still maintain a very large volume of loans, and I think we can maintain 
a volume of loans large enough to take care of the demand in the 
countries where they can generate dollars, with which to repay without 
making an inordinate drain on the Treasury. 

I think the work we are doing with private banks will probably be 
effective and will take a little time to work. 

This morning we had a credit of $750,000 in Mexico where a private 
bank told us they would take 90 percent if we would take 10 percent. 
Frankly, the reason why they wanted us to take 10 percent is to have 
the association of the United States Export-Import Bank with them. 
We approved that loan this morning. That is the trend which our 
Board of Directors is encouraging. 

Senator Caprnarr. I do not want to ask all of the questions, but 
I have one more question and then I will pass. I think we are inter- 
ested on this committee, I know we are, in helping our exporters to 
sell goods in all of these countries, and thereby create more jobs in 
the United States. We want to help our own exporters, the little 
fellow and big fellow. The name of this bank is the Export-Import 
Bank. That means we want to help our own sellers here, both from 
the standpoint of helping them financially and likewise helping them 
in many other ways. 

Just as you said a moment ago, you take 10 percent of a loan so 
that you can given them some guidance, which many of them need. 
They do not have staffs and people who are acquainted with the ways - 
of the world, the ways of other countries and other poples doing busi- 
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ness. So it is important we give them that sort of help, as well as 
loan them money. 

1 will pass. 

The CuarrMan. Does the Senator from Virginia have any ques- 
tions? 

Senator Ropertrson. No. I am rather pleased with this nomina- 
tion. 

Mr. Wave. May I go off the record, Senator, just to make a state- 
ment on your play on my name you made off the record before? 

(Discussion off the record.) 

The CHarrMan. Senator Bennett, did you have any questions? 

Senator Bennetr. No questions. 

The CHatrRMAN. Senator Sparkman? 

Senator SpARKMAN. Mr. Waugh, I am sorry to have been late in 
coming in and this may have already been gone into, but the fact 
is that in the first part of last year, I think it was—yes, January 24, 
1955—the full Board was before us for confirmation. At that time 
Senator Capehart brought up the question with General Edgerton 
about what was being done to bring small business into this field. 
As I recall it, and I have been looking at it rather hastily, but I have 
not had time to find it, as I recall it, General Edgerton gave us some 
assurance at that time that the Board would consider setting up a 
division for small business. Has anything like that been done? 

Mr. Wavueu. Yes, sir. We have extended 130 individual credit 
lines to the United States manufacturers and exporters. The credit 
lines total $172 million. These credit lines are to enable these manu- 
facturers to do business overseas on a basis that they have not hereto- 
fore had the opportunity. It is on a basis whereby the foreign 
importer pays 20 percent cash. I mean, the importer in the foreign 
country pays 20 percent cash and we carry 80 percent in this country. 
The 20 percent is carried by the exporter and 60 percent by the Export- 
Import Bank without recourse on the exporter on a basis of pari 
passu. The term of those loans depends on the equipment that is 
being sold. 

I happen to have here alist of the loans made in the last 6 months. 
This happens to be a Latin American list because of the requests 
which came to us from the Secretary of State. We made 31 loans in 
the last 6 months in Latin America, and these are all for productive 
goods; they are not for luxury items. There are no automobiles or 
luxury items here. They are goods we think will help make or save 
them dollars. These loans go from as low as $5,700 for a single unit 
up to the amount of $200,000 or $300,000 a unit. 

As a result of our last trip to Colombia, we are trying to make a 
deal with the Minister of Finance to make loans in Colombia on an 
experimental basis, where their banks can make the loans and we will 
get the guaranty of the banks and we won’t have to check the individ- 
ual credit. I think it is rather interesting to see these 31 Latin 
American credits totaling $2,800,000 are scattered all over Latin 
America. 

Senator SpARKMAN. I wonder if we might have that placed in the 
record? 

The Cuarrman. Is there any reason why it should not be placed in 
the record? 

Mr. Waven. None at all. It will all come in the semiannual re- 
port. 
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The CuarrmMan. Without objection, it will be made a part of the 


record. 


(The document referred to follows:) 


Allocations under exporter credit lines, July 1-Dec. 31, 1955 
LATIN AMERICA 


Country 








Supplier Obligor | Amount 
il italiana arene 
Costa Rica.........- Austin-Western Hemisphere Co._.| Republic of Costa Rica______.__.__.- $64, 000 
PU dc ceednedeteene Harnischfeger Corp--._......---.-- Corporacion Peruana del Santa. _- 24, 000 
DB nkdin etki Schield Bantam Co-_-___...._--_-- Comercial Industrial Peruana, 8. A. 5, 700 
Guatemala.........- International General Electric Co_| Republic of Guatemala_____.._.__._- 675, 000 
Colombia___.......- Harnischfeger Corp.__............ Department of Cundinamarca. . -_- 180, 000 
Venezuela.......... Massey-Harris-Ferguson, Inc_____- C, Adrianza & Cia., 8. A_......_--- 75, 000 
Guatemala._....._-- Tae Gnrer OOlP. ....-~. 23. n5kecns- Automotriz de Guatemala, Ltda_-_-_- 60, 000 
e008 6. isa ccit New Holland Machine Co-_-_.-_--- Servicio Agricola, S. a, iat aT E eh ok 10, 000 
SPO diacetate Eversman Manufacturing Co--_-__- Equipos Agricolas, S E 10, 000 
Guatemala____...._- Dems 6 Ue... ee =. Guatemalteca de *\iaquinadta, 50, 000 
tda, 
Colombia__-.....-.-- Goodman Manufacturing Co-__-._- Department of Boyaca___________--- 33, 000 
Nicaragua. ......... The Oliver Corp............-.---. Banco Nacional de Nicaragua. --_--- 300, 000 
Colombia.._.....-.- Combustion Engineering, Inc___-- Ingenio Central Castilla, Ltda____.- 56, 000 
Pepe... se The Worthington Corp---_-..-_._- oe Agricola “Pucala” Ltda. A 225, 000 
rt ninwkes is win nauhtitnnres io saudi Abeta de Maquinaria, 8. A-- 90, 000 
Colombia_._.......- The Galion Iron Works & Manu- | Grancolombiana de Agencias Ltda_- 80, 000 
facturing Co. 
a cod Koehring Inter-American Co-______|-_.-. ee os id ed sided 60, 000 
Guatemala_.___..._- Caterpillar Tractor Co........---- Compania Guatemalteca de 94, 000 
Maquinaria, Ltda. 
Uruguay.-..-.-...-- | Schield Bantam Co....-....--.--- Administracion Nacional de Puertos 88, 000 
GN ttn ato seses TE, Cin a cdhindiine scan mee Sa Premezclados de Mixcoac, 12, 580 
Bi abe nies Construction Machinery Co--.---- Sess. Alta Resistencia, 8. A. 41, 500 
e 
Uruguay-........--- Minneapolis-Moline Co. -..-.----- Horacio Torrendell, isc sccees 110, 000 
RTI  cicshe sale thla Siac coe Harnischfeger Corp. ---..-.-..---- Compania Peruana de Cemento 63, 000 
Portland. 
DOEING..... onbinne= macyras-ete 00.2. 5.-..~.-<+4-..-- Equipos Mecanicos, 8. A_.-._..-.--- 135, 000 
Costa Rica___....-- Go AR eh BRE Se Machinery and Tractors, Ltd_ 30, 000 
Ecuador---_-._-.- The Thew Shovel] Co.-_....-..---- Ingenieros Nacionales Constructores 13, 900 
Associados, C. A. (INCA). 
Odie. lia}. The Oliver Corp.....-....-.....-- Compania Riera, Toro & Van 60, 000 
Twistern, 8. A. 
Venezuela... ....-- Fairbanks, Morse & Co., Inc_-__--- mr Anonima Eugene Capucio 100, 000 
ia. 
Colombia.........-. The Galion Iron Works & Manu- | Departmento de Cundinamarca, 81, 000 
facturing Co. Departmento de Provisiones. 
Venezuela... ....-.- Davey Compressor Co_----..----- T. D. Drew-Bear & Sons, C. A...-. 17, 300 
NA < ictteirer otcnaniens = bg & Towne Manufactur- | Cerveceria Cuauhtemoc, 8. A----- 17, 000 
ng Co. 
WN oie scene i i NU Ea me il ~ | 2,860, 980 








Senator Ronertson. May I ask a question? 
recent increase in the loan to Haiti? 

Mr. Waven. Yes; there has been one increase in a loan to Haiti 
in the last 6 months. 

Senator Roserrson. Previously it was $19 million. 

Mr. Waveu. It was in connection with a loan that had already 
been made. 

Senator Rospertson. I was assured before any more loans were 
made there the bank was going to look into the rather ruthless way 
they were treating some of our American businessmen down there. 

Mr. Waven. Senator, it is a strange coincidence, but last night at 
5 o’clock we had two American businessmen in our office who have 
been to Haiti and are thinking of putting a sizable amount of private 
capital in Haiti. We think we are in a better relationship with 
Haiti than we have ever been. Our Director, Mr. Vance Brand, has 
been there twice in the last 6 months. We have recently sent our 


Has there been any 
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Chief Accountant down there for at least a month to help them get 
their books set up. 

May I go off the record here? 

(Discussion off the record.) 

The Cuatrman. The press is here, you know, and they say they 
cannot respect an off-the-record discussion since this is an open 
hearing. 

Senator Rosertson. The new enterprise will go into Haiti and 
you say you feel you will get adequate assurances of proper treatment? 

Mr. Wavuau. Yes, sir. 

Senator Rosertson. But they are like other assurances in other 
parts of the world. The best proof of future conduct is what they 
have done in the past. 

How dependable are your assurances of proper treatment if they 
will not adjust the loans previously given? 

The CHarrMAN. As this is a public meeting and the press is all 
here, I think it might be embarrassing to discuss this matter further. 

Senator Ropsrtson. All right. I will take it up at another time. 
That is all. 

Senator SPARKMAN. Mr. Waugh, as president of this bank, you do 
believe there is a definite place for small business to be encouraged to 
participate in the program? 

Mr. Waveu. Unequivocally, Senator Sparkman. And that is 
why we are going out to the Federal Reserve meetings. We are 
bringing in bankers who have never been in the foreign field before 
and explaining how they can, working through smaller manufacturers, 
get into that field. It does not make the bank’s volume go up quite as 
high, but it is very constructive in developing the business throughout 
the country. 

Senator SpARKMAN. Mr. Chairman, I do not see in the biographical 
sketch any reference to party affiliation. I assume you are a 
Republican member of the Board. 

Mr. Waueu. That is correct. 

Senator SPARKMAN. It is a 3 to 2 Board? 

Mr. Wavueu. That is correct. 

The CuatrMan. Does the Senator from Delaware have any 
questions? 

Senator Frear. Yes. 

Mr. Waugh, in your experience and background with the State 
Department do you feel that the Export-Import Bank can handle—as 
is the desire, I think, as we have gathered, of many of the people 
here—the financing of our manufacturers? And how far into the field 
of agricultural industry can and would your bank go? 

Mr. Waueu. You asked the question in two parts. The first 
part——_ 

Senator Frear. The first one was because I know in all of our 
dealings with foreign countries, be they financial or not, certainly the 
State Department has an interest in it because of our relationships 
with those countries. 

Mr. Waveu. One of the reasons why I wanted to go to the Export- 
Import Bank, Senator, was because in my experience in the State 
Department—and this involves trips to Latin-America and on the 
Colombo plan to New Delhi and Ottawa and to various tariff meetings 
in Geneva—I learned the dependence of the countries of the free 
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world upon this country, for we are the largest exporter and largest 
importer. I realize too the necessity for keeping the industrial and 
economic economy of this country at a high level. I feel that there 
is a great opportunity for the Export-Import Bank in assisting the 
business of this country and by working with the private banks to 
maintain a high level of industrial economy in this country, which I 
think is so needed in this free world today. 

On the question of financing agricultural exports, yes. This bank 
has done it. This past year we made a $60 million loan to Japan for 
the purchase of cotton. That loan, incidentally, was handled largely, 
I think perhaps 90 percent, by private banks, but the bank negotiated 
the loan and I use it as an example of what happened in the last 6 
months. 

Senator Frear. From the answers you have given there is no ques- 
tion in my mind as to your loyalty to the position you now hold, and 
which I am sure you will be confirmed in. There is no conflict in 
your mind between your previous position and the one you now hold, 
basically speaking, that the Export-Import Bank is strictly, as far as 
finances are concerned, for the exporters of the United States and, 
therefore, in our trade relations we do not have to go to any other 
country and ask or secure their permission or their opinions? It is 
strictly a business deal between the Government and individuals of 
foreign countries; the Export-Import Bank representing industry in 
America? 

Mr. Wavau. Not only is there no conflict, sir, but I think it supple- 
ments and works very well in with the work I have had in the inter- 
national field in the last 24% years. I can see no reason as far as I am 
concerned other than the experience I have had while at the Depart- 
ment of State being helpful to me in carrying out the intent so clearly 
put forth by this committee. 

Senator Frear. I think the bank is very fortunate in having a man 
with the background you have, and the judgment. I have agreed 
with you many times. I do not think you want everybody to agree 
with you all of the time. 

Mr. Waveu. No, sir. 

Senator Frear. Because you probably would not progress quite as 
fast. But on the statement of aggressiveness regarding loans in the 
future, did I understand from the previous questions and answers 
that even though your budget may be restricted, that by being aggres- 
sive you may give more loans even though the amount obligated or 
given in your budget might not be greatly increased? In other words, 
if you have $400 million in a budget to loan, and instead of having 
300 borrowers you might want to have 600 borrowers for the $400 
million? Or do you mean by aggressiveness that regardless of the 
amount of money in the budget, if the demand is here and the buyers 
are overseas you will attempt to meet it? 

Mr. Waveu. There is no problem in the budget with reference to 
the unallocated funds we have to loan. There is no relationship 
between the two. This is an estimate. We have approximately 
$1,500 million unallocated funds in toto. If we could Yo oan $1,500 
million we would be happy to do it. The problem in making our 
loans today is a twofold one. This is a little different from e com- 
mercial bank. 











12 NOMINATION OF SAMUEL C. WAUGH 


One, we have to get the credit worthiness of the borrower, which 
has always been true. But, two, we have to make certain the loans 
we make will be repaid in dollars. In other words, the country has 
to be able to generate enough dollars to repay our loan. That is 
really one of the big problems we face in our effort to create greater 
volume in our loans today. 

We cannot see any consistency in loaning money today for American 
exporters—and they all agree with us on this—to a country which is 
today delinquent in its current payments. In other words, we do not 
want to get into a position of overselling a country to where the 
economy of that country cannot generate enough dollars to pay. 
Every exporter and credit man with whom we sit down and talk sees 
the reasonableness of our position. We have a number of applications 
for loans we will be very happy to make in certain countries when 
they get their own internal affairs straightened out. In the mean- 
time, in those certain countries we are trying to limit our loans to those 
which will enable them to make or save more dollars. 

Senator Frear. You are rendering them assistance in some in- 
stances without making them loans. You have been rendering 
them assistance both through seeing that the repayment schedule 
should be approved, and also in your analysis of their financial opera- 
tions your technical staff has been of great assistance to them, I 
assume. 

Mr. Wauau. We find the relationships between the governments 
and the Export-Import Bank, particularly in the countries the bank 
has been loaning in over a number of years, have been exceptional. 
I can speak on that because I came into it recently. I think the 
finest case was when the President-elect of Brazil was here this month. 
One of the first appointments he had was to ask the members of the 
Export-Import Bank to call and to talk over the credits they now 
have. Not only that, we discussed abilities of the individuals run- 
ning the projects that the bank has financed, which I thought was a 
nice compliment to the people who had been in the bank over a long 
period of years. ; 

Senator Frear. One thing I wanted to bring out, and you did 
effectively, was that you did not curtail the loaning by any regula- 
tion. I mean, the money is available. 

Mr. Waueu. No curtailment at all. We have the feeling the min- 
ute we loan the amount of money available intelligently, we can come 
before this committee and ask for an increased authorization. But I 
do not think it now necessary and I cannot foresee it will be ne 
if we can educate the private bankers who should do this to take a 
larger percentage. 

Senator Frear. Is it not true that that is having some effect on 
the private lending institutions of this country, that is, your previous 
and present operations in the Expesk eines 

Mr. Waveu. We find a great deal of interest in every city we go 
to with reference to the operation of the Export-Import Bank. I am 
going to be very disappointed if we are not able to develop a fine 
cooperation between the Export-Import Bank and the private banks 
of this country. 

Senator Frear. Thank you, Mr. Waugh. 

The CuarrMan. The Senator from Illinois. Any questions? 

Senator Dove.as. First let me say from all I can learn Mr. Waugh 
is an admirable public servant. 
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Mr. Wavueu. Thank you. 

Senator Douctas. I am not a resident of his State, but I know a 
number of people who are acquainted with the citizens of Nebraska, 
and they have spoken in the highest terms of Mr. Waugh’s character 
and ability prior to coming to Washington. 

Mr. Wauau. Thank you. 

Senator Dove as. Let me say also that I think he made an honest 
and intelligent effort to promote freer trade between countries when 
he was Assistant Secretary of State for Economic Affairs in the State 
Department and in his other positions with the State Department. I 
want to congratulate him and say that it was done under circumstances 
which were not always easy. I would like to say that I think on the 
basis of his past record he is perfectly well qualified for this position. 
I do want, however, to address two or three questions to him with 
regard to policy. 

Mr. Wauau. Yes, sir. 

Senator Douacuas. The first deals with his view of the responsi- 
bilities of the Chairman of the Board of the Export-Import Bank, 
where his primary responsibilities lie. 

Prior to asking this question I want to make a prefatory statement. 
It is my understanding—and the Senators from Arkansas and Indiana 
and Virginia and Delaware will correct me if I am wrong—that in the 
early days of this administration, Secretary of the Treasury Humphrey 
took a dim view of the lending functions of the Export-Import Bank, 
and that he was largely successful in convincing the then chairman of 
the Board, General Edgerton, that the activities should in the main be 
dampened down and great restraint exercised in making loans. 

If I am incorrect in this statement I hope the Senator from Indiana, 
who has given it a great deal of study, will correct me. Hearing no 
correction, I assume 

Senator CaPEHART. I never question another Senator’s opinion. 

Senator Dove.as. I am simply saying, as I read your report—I did 
not have the good fortune to make the trip with you—but as I read 
your report that was the conclusion to which I came. If anyone 
wishes to say I drew an incorrect conclusion from that, | would wel- 
come the correction. 

Mr. Waueu. Senator, I would like to discuss that just for a moment. 

Senator Dovaetas. Certainly. 

Mr. Wavau. I realize in doing so that I might be presuming, which 
I certainly do not intend to do. I discussed this subject before I 
went over to the Export-Import Bank on the interim appointment, 
with Mr. Humphrey. As I have said, I represented Secretary Dulles 
for 2% years on the Export-Import Bank Board. When Mr. Hum- 
phrey came into office I think there were some 31 agencies loaning 
money in the foreign field, and his first desire was to make certain 
that he had control of the foreign loaning only for the purpose of bal- 
ancing the budget, which, as you know, and there is no need 
for me to tell you, is a subject very close to his heart. And if there 
was a restraint on the operations of the Export-Import Bank it was 
not because he took “a dim view’’—and I am quoting you now, and 
that has been used before—but more to get the bank in the proper 
perspective to the entire financial picture of this country. 

So I asked him pointblank his attitude when he discussed with me 
as to whether or not I would like to go over to the bank, knowing my 
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previous banking experience. I had never met Secretary Humphrey 
until I came to Washington. However, he expressed then and he 
has since that he thought the Export-Import Bank had an extremely 
important part to play in the financial picture of the Government, 
and he did not want to have any holding operation, he wanted an 
aggressive institution, and he would guarantee that I could have his 
full support if I would accept the appointment. That has been sub- 
stantiated as recently as the day before yesterday by Secretary Dulles, 
who feels the same way. 

Senator Dovucuias. You felt some apprehension on your part as to 
what the policy of the Secretary of the Treasury would be? 

Mr. Waveu. It was not an apprehension so much as to clarify for 
my own purposes, because of the fact that I was contemplating 
leaving one of the most interesting assignments anyone ever had in 
Washington to go back in the banking business, in which I had been 
for 40 years. I did not have an apprehension, but simply wanted to 
clarify it in my mind so that there could be no possible misunder- 
standing as to the basic reasons for my going on. 

Senator Doveias. Without going into Secretary Humphrey’s 
psychic motivation, which is always an inaccurate and ungracious 
thing to do, it is my understanding first in the early days of the 
administration he did not believe that the Export-Import Bank 
should extend much credit; and, secondly, that he dominated the 
previous Board and the policies which he laid down were followed 
almost without dotting an “i” or crossing a “t’’ by the Chairman of 
the Board, General Edgerton. 

You do not have to express yourself on that point; that is just a 
prefatory statement. 

I have a question I want to ask you. I want to ask you where do 
you think your responsibilities lie? Do you think as Chairman of 
the Board that you should follow implicitly the advice given to you 
by the Secretary of the Treasury. Do you regard the Export-Import 
Bank as a creature of the Congress? 

Mr. Waveu. I think that is very clear. The Secretary of the 
Treasury feels that the Export-Import Bank is a creature of the 
Congress. He has impressed upon me that the bank is an independent 
unit and must not be dominated by any branch of the executive—the 
Treasury, State, or any other branch. He has made that statement 
to me within the last 90 days. 

Now, as Chairman of the NAC by law, he is authorized to coordi- 
nate the loaning activities, and he has a committee, as you know, of 
six members—the Secretary of State; Secretary Weeks; Mr. William 
McChesney Martin, Chairman of the Federal Reserve Board; Mr. 
John Hollister, Director of the International Finance Corporation; 
and the President of the Export-Import Bank. On all major matters 
of policy that Board is supposed to coordinate lending policies. 

Senator Douveias. What do you regard as the responsibility of the 
Export-Import Bank to committees of Congress? To what degree 
do you think the expression of intent by Congress is guiding upon the 
Export-Import Bank? 

Mr. Waven. I think it should be the governing factor, without 
any question of a doubt. 

Senator Dove as. Suppose the intent of Congress is clear, as I 
believe it is, that a liberal lending policy is to be followed by the 
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Export-Import Bank, but the. Seeretary of the Treasury and the 
National Advisory Council should advise against it. Whose opinion 
should be controlling? 


Mr. Wauaeu. I would like to have you ask that question again. 
That is a difficult question. 


Senator Doucias. No; you could answer my question, but I will 
rephrase it. 

Mr. Wavau. I thought I answered that in the previous question, 
that the Congress controlled. 

Senator Dovucgias. No. You answered the previous question. 
Will the reporter please read this question? 

(Whereupon the pending question was read by the reporter.) 

Mr. Wauau. I feel very definitely, as I said before, that the intent 
of the Congress, when it is clear—and it is clear—should be followed 
unequivocally. 

Senator Dovucias. Thank you very much. That is good. I 
think it is very valuable to have that on the record and I suggest a 
copy of the hearings be sent to the Secretary of the Treasury. 

Senator Ropertson. A point of inquiry. I have to leave and if 
I may do so I would like to be recorded in favor of the confirmation 
of both of these gentlemen. I think we have two mighty good men 
in Mr. Waugh and Mr. Martin. 

Mr. Waucu. Thank you. 

Senator Douetias. There is only one more question I have to ask, 
and that is this: As I understand it, there is a need to furnish Ameri- 
can exporters with short-term working capital for Latin-American 
trade and the Atlantic trade, generally speaking, of the countries 
of Europe, due to the fact that in those countries the importers 
customarily have longer credit terms than prevail in the United 
States and in general the opinion is not to pay the bills as quickly 
as here. Do you regard one of your functions as the financing of 
short-term credits to these countries? 

Mr. Wavuau. Senator, that is a matter we have discussed at great 
length. We have not had any demand. Our private banks have 
done such a magnificent job in the servicing of short-term credits 
they have never come to us for any credit on short terms. The 
private banks have taken care of that just as they have the import 
business. We have had no demand. 

Senator Doveias. Then that raises a question in regard to your 
functions including the provision of long-term capital and financing 
of capital investments. 

Mr. Waveu. There is no definition as to the term in the intent of 
Congress. 

Senator Douauas. I understand, but 1 mean—— 

Mr. Wauau. We may loan for 3, 5, 7, and up to 20. 

Senator Doveias. Do you think you should finance long-term 
capital investments up to 20 years? 

Mr. Wavau. Yes, sir, if it is in the interests of American business 
to supply the necessary equipment, I certainly do. For example, if 
an American manufacturer goes out and works up a deal whereby he 
is to sell to a private utility in the foreign country a complete installa- 
tion that would take 20 years to pay for, I think it is definitely within. 
the Export-Import Bank financing policy 
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Senator Dovetas. What do you regard as the division of responsibil- 
ity between the World Bank, which broadly deals with capital invest- 
ments, and the Export- Import Bank? 

Mr. Wauau. I have been asked that question every time I appear 
in public. The World Bank, of course, operates entirely with Govern- 
ment guarantees, one, and the World Bank can loan in the currencies 
of the countries in which they are loaning, two. And the World Bank 
must put up for competitive bids the contracts that are let, whereas 
the Export-Import Bank loans in dellars and finances American 
exporters to take-——— 

Senator Douvae.as. Exporters or investors? 

Mr. Waveun. Exporters. We finance the purchases of American 
exports and we finance private industry without Government guaran- 
tees. Although we do make loans to governments, there is a greater 
trend toward making loans—to private industry without Government 
guarantees. We have noticed that in the last comparatively few 
months. 

Senator Doveras. One further comment. I was very critical of 
the previous Export-Import Bank Board in making the loan to the 
Peron government, because I thought the Peron government was not 
only a dictatorship, but it was unfair in its treatment to American 
companies. I think the record will bear me out. Now Peron has 
disappeared, | am very happy to say, but if similar dictatorships 
should appear do you feel we should make loans to them? 

Mr. Wavuau. You are now getting into the field of the Department 
of State and whether or not loans are in the United States interest. 
I would like to discuss that more at length in—-— 

Senator Doveias. Do you think loans should be made to govern- 
ments which grossly discriminate against American businesses within 
their borders? 

Mr. Wavan. No, sir. 

Senator Doveias. Thank you. That is all, Mr. Chairman. 

I may say, Mr. Chairman, I hope a copy of the transcript with the 
salient comments of Mr. Waugh on the relative ee of the 
Export-Import Bank to Congress as compared to the Secretary of the 
Treasury be forwarded to ‘the Sec retary of the Treasury, with a 
polite letter calling his attention to what we understand now to be 
the official policy. 

Senator Morse. On the assumption he will read it? 

Senator Doveras. I have many difficulties with Secretary Hum- 
phrey, but I think he is a hard worker. 

Senator Frear. I think Mr. Waugh’s testimony previously was 
very clear. He said he had just recently been in touch with the 
Secretary of the Treasury and certainly there is no doubt in my 
mind but what the Secretary of the Treasury agrees with Mr. Waugh. 

The Cuarrman. The Senator from Oregon. 

Senator Morse. I want to say I approve the nomination. I have 
n a questions of policy T want to ask. 

I do not know what the facts are and I have been seeking them, 
but it has been reported to me as recently as this morning that there 
are individuals who apparently make themselves available to the 
various foreign governments as intermediaries, hoping to get loans 
from the Export- -Import Bank. It was represented that some of the 
intermediaries are former associates on the staff of the Export Bank, 
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and for their representations to the Export Bank they collect a certain 
commission on the loans that are obtained. The loans are made 
with dollars and the 3 or 4 percent commission runs into a lot of money. 

I am only asking for information as to whether or not the Export 
Bank in negotiating a loan, let us say, with South American country X 
makes any investigation or inquiry as to the people representing that 
country in the loan negotiations with the bank, to the end of discover- 
ing whether or not the bank itself is aiding and abetting what might 
be considered a 4 or 5 percent commission, or whatever percentage 
figure it may be. I ask that because as it was represented to me this 
morning, there are some phases of this that raise some questions as 
to whether or not the bank is being taken advantage of by the negoti- 
ator. Are you aware of any such problem? 

Mr. Wauau. I am aware of the accusation, Senator. It came to me 
shortly after I came into the bank. I made an individual study as 
far as I could and I discussed it with our General Counsel. I discussed 
it with one of our Directors, who was confirmed by this committee 
several months ago, and who has made a thorough investigation, and 
we cannot find any substance or any truth in this accusation. When 
this information came to me originally I made two statements. I 
said if the person making the accusation could give us any instance at 
any time where any member of the staff of the Export-Import Bank 
had been guilty of giving any information of this type, or assisting 
in any illegal manner, that he would immediately be discharged. 

The second point I had made was that if the party making this 
accusation would give me any information or any inkling as to any 
person that had ever been involved in any such transaction, I would 
see that it was turned over to the Department of Justice and would 
recommend he be prosecuted to the limit. 

I cannot, with all of the studies that I have made and all of the 
checks that have been made by those previous to my coming into the 
bank, believe that the accusation is sound. If anybody can give us 
any information to clear up this accusation it will be very helpful to 
us, and I am sure we could get the Department of Justice to cooperate. 
I just could not countenance for a minute such a thing, and I have 
watched every application which has come in, in the comparatively 
short time I have been there, with that thought in mind. 

Senator Mors. | greatly appreciate that last part of your answer 
because it was the position I took in the conference this morning. 
[ said, ‘All right. If you gentlemen feel this way about it, you take 
an oath and proceed to testify and name specific instances and specific 
individuals.”’ 

Mr. Wavueu. I go further than that. I think if they won’t do 
that they should stop spreading rumors of this kind if they are without 
foundation. If they are not willing to come in and back it up with 
the information they should stop spreading rumors. I think it gets 
almost to the point of libel. 

Senator Morss. I think when they start naming specific individuals, 
if they cannot back it up it is libel. 

When the representatives of a foreign government are seeking to 
negotiate a loan, is any inquiry made by the Export-Import Bank 
concerning the negotiators who are seeking to help that foreign 
government get the loan so that you find out whether or not some - 
ex-member of the staff, or the board of the bank, is serving, shall we 
say, as financial counsel to that country? 
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Mr. Waveu. I do not think any specific inquiry is made but the 
number of loans the bank makes is so very small in number it would 
be very easy for any person in the bank to check and to know whether 


or not any ex-employee had any connection with it in any way, shape 
or form. 


Senator Morsr. Do you think they automatically know that in 
their negotiations? 
Mr. Wavuan. Yes. 


Senator Morse. I only suggest that this part of the transcript be 
called to the attention of your staff because I think what we need as 
Senators is to be buttressed by your organization as an agency of the 
Congress so that we can give assurance when these representations 
are made, that a check is made of the bank with regard to who is 
seeking to get the loan for the country. 

Mr. Waveu. Shortly after I came to the bank this accusation was 
made without any apparent foundation. It was a subject of discussion 
not only with our board of directors but with our entire official staff, 
which included all of our examiners. 

With the committee’s permission, I should like to put into the 
record excerpts from documents published or used by the bank which 
reflect my own attitude and that of the other members of the board 
of directors of the bank on this matter of fees and standards of 
conduct of employees. 


(The material referred to follows:) 


1. A section from the General Policy Statement of the Export-Import Bank, 
which is a published document (July 1, 1955): 


“PRINCIPALS, AGENTS, AND COMPENSATION 


‘‘Applications for credits must be signed by the principals involved. In the 
case of a corporation or similar entity, a duly authorized officer of the entity 
shall sign on its behalf. In the case of a government, a duly accredited represent- 
ative of the government shal] sign on its behalf. In the case of a United States 
exporter seeking financing of the sale of goods to a foreign buyer on credit terms, 
the exporter shall constitute the principal. 

‘Although the bank prefers to deal with principals, especially in negotiations 
leading up to the granting of a loan, the bank does not question the right of 
applicants to engage attorneys, engineers or other qualified persons to advise 
and aid in preparing material required by the.bank in connection with a loan 
application or with the operation of a loan which has been granted. However, 
no payment shall be made to any person, firm or corporation by any applicant 
except reasonable compensation for bona fide professional, technical or other 
comparable service incident to presenting the merits of an application or to the 
operation of a loan. 

‘*The bank will require appropriate covenants of a borrower that no payments 
have been made or will be made in violation of the foregoing requirement and 
that, upon request by the bank, the borrower will disclose to the bank the amount 
of payments made to third parties for services in connection with the loan. Fur- 
ther, suppliers of goods or services financed under the loan will be required to 
certify that no rebates, discounts, or similar payments, other than normal trade 
discounts, have been or will be paid, shared or passed on to any person or entity 
with respect to such goods or services.” 

2. Covenant included in all loan agreements giving effect to policy statement 
on commissions and fees: 

‘““That no commission, fee or other payment of any kind has been or will be 
made to any person, firm or corporation in connection with the application which 
has resulted in the establishment of this line of credit by Export-Import Bank, 
or in connection with any negotiations incident thereto or the approval of any 
transaction hereunder, except reasonable compensation for bona fide professional, 
technical or other comparable service incident to presenting the merits of the 
application or to the operations of the credit; and that, upon request of Export- 
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Import Bank, the amount of payments made to any such person, firm or corpora- 
tion for services in connection herewith will be disclosed to Export-Import Bank.” 
3. Attached Staff Memorandum No. 46, dated August 31, 1954: 


Export-Import BANK OF WASHINGTON, 


August 31, 1954. 
Starr MemMoranpvum No. 46 


Subject: Export-Import Bank policy concerning employee standards of conduct. 


1. The bank’s statutory charter, the Export-Import Bank Act of 1945, as 
amended, provides that ‘No director, officer, attorney, agent or employee of the 
bank shall in any manner, directly or indirectly, participate in the deliberation 
upon or the determination of any question affecting his personal interests, or the 
interests of any corporation, partnership, or association in which he is directly 
or indirectly personally interested.” 

2. This provision lends statutory force to the bank’s general policy of assuring 
that the conduct of its activities is in no way affected or influenced by outsid2 
interests and connections of any of its officers or staff members. In the type of 
activity engaged in by the bank, disqualification because of personal interest 
necessarily has more aspects than the apparent narrow prohibition upon any 
officer or staff member from participating in consideration of a loan application 
from a company in which he may have a significant personal interest, through 
stock ownership or otherwise. It is the purpose of this memorandum, therefore, 
to affirm the bank’s established requirements of the highest degree of integrity 
by its officers and staff in the conduct of bank business and to relate these require- 
ments to particular situations where personal-interest factors may be involved. 
Every such situation obviously cannot be foreseen. Because’of the close daily 
contact which must be maintained on a basis of mutual confidence by officers and 
staff members with many outsiders, including foreign diplomatic personnel, 
strict and inflexible regulations would not be necessarily beneficial for this purpose. 
The continued maintenance of high efhical standards by the bank itself will 
thus ultimately depend upon the exercise of careful judgment and discretion by 
each officer and staff member, bearing in mind that the bank has perhaps an even 
higher standard to maintain than most agencies since it must reflect the highest 
ethical standards of a banking institution as well as a Government agency. While 
the bank’s reputation in this regard has been a source of justifiable pride, it is 
believed that publication of these guides and standards can help assure the 
preservation of this reputation. 

3. Confidential business information.—As a result of their official duties, members 
of the staff will frequently have access to business information of a confidential 
nature. Typically, this might involve expansion plans by companies seeking the 
bank’s financial assistance. Such information is disclosed for official use within 
the bank and is made available for no other purpose than consideration of the loan 
application or other matters involved. Where such confidential business informa- 
tion might be compromised in responding to outside inquiries from apparently 
authorized or legitimate sources, such as other Government agencies, staff mem- 
bers should refer these inquiries to an officer of the bank who will be in a position 
to determine whether the nature and circumstances of such inquiries justify dis- 
closure of the particular information sought. 

4. Investments.—As an aspect of their responsible handling of confidential 
business information, officers and staff members of the bank should conduct their 
personal financial affairs, particularly their investments, so as to remove any 
possible grounds for interpreting their actions as efforts to profit from information 
especially available to thers because of their affiliation with the bank, The 
obvious but not only instance of this responsibility would be in connection with 
investment in a company having before the bank a loan application which is likely 
to be acted upon favorably. 

5. Outside employment.—The bank’s facilities and premises are available during 
working hours only for those activities directly connected with bank business, 
Officers and staff members who are employed during outside hours by any person 
or organization other than the bank shall disclose the nature of such employment 
to the Deputy Director! to assure that no possible conflict with official bank 
duties and interests could thereby arise. 

6. Future employment.—Negotiations by any officer or staff member for future 
employment are to be fully disclosed to the bank through the Deputy Director 
in those cases where the prospective employer has had more than incidental ¢con- - 


1 It is anticipated that after the effective date of Public Law 570, 83d Cong., 2d sess., the functions herein 
assigned to the Deputy Director will be delegated to the First Vice President. 
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tact with the bank or can be expected to seek the bank’s assistance in the future. 
When an officer or staff member is currently engaged on any matter which a firm 
or organization may have before the bank rticularly a loan application, 
uegotiations for future employment with that a m or organization, regardless of 
by whom initiated, would clearly raise a question of conflict with the bank’s 
interests, unless special circumstances rule out the possibility of such conflict in 
the judgment of the Deputy Director. 

7. Former employees.—When former employees of the bank are acting as 
representatives of firms or organizations dealing with the bank, their representa- 
tion should be disclosed to the Deputy Director to determine what action may be 
required with regard to the continued dealings by officers or staff members with 
such representative. 

8. Recommendation of outside services.—It is established bank policy to avoid 
placing any person or firm in a preferential position with respect to obtaining 
orders or contracts for materials or services. Officers and staff members are not 
to recommend the services of any attorney, engineer, economist, or other con- 
sultant or adviser to any person or firm in connection with loan applications or 
other matters which have been or can be expected in the future to be brought be- 
fore the bank. It is recognized that borrowers, particularly foreign governments 
and firms, may in good faith seek the assistance of the bank in selecting competent 
firms or consultants in connection with such matters as engineering surveys which 
might later form the basis for a loan application. If the interests of the bank 
justify some guidance by the bank itself in these situations, a comprehensive list 
of qualified firms may be furnished upon approval of or prior authorization by the 
Deputy Director in consultation with the bank’s management. 

9. Gratuities —The aceeptance by officers and staff members of gifts or gratui- 
ties from persons dealing with the bank, irrespective of the motive invclved, is 
contrary to established bank policy. Circumstances and the nature of the gra- 
tuity involved are naturally relevant in this regard. In the matter of hospitality 
over the lunch hour, for example, officers and staff members are expected to exer- 
cise discretion and recognize that embarrassment to the bank is of greater sig- 
vificance than possible embarrassment to the outsiders offering such hospitality. 
This policy concerning gratuities is equally applicable to official visits in foreign 
ccuntries, but it is recognized that bank officials on these occasions are guests of 
the foreign country and cannot disregard considerations of tact and diplomacy. 
United States Embassy officials can easily and conveniently supply any guidance 
necessary in these situations. 

10. The Deputy Director has been designated to deal with particular questions 
arising in connection with the subject matter of this memorandum. Heads of 
divisions and other officers of the bank will continue to exercise their normal re- 
sponsibilities in this regard insofar as administration of bank policies is concerned. 
The Deputy Director will be particularly responsible for the implementation of 
the policies outlined here and will be responsible for dealing with complaints from 
any source concerning these matters, whether emanating from within or outside 
the bank. 

Guien E. Epcrerton, Managing Director. 


Senator Morse. Now I will turn to another question. I use Bolivia 
not only as a hypothetical case but because it represents a very serious 
problem which is now before my Subcommittee on South American 
Affairs of the Foreign Relations Committee. We are going into it 
next week, and I want to ask you a question or two about it. It is 
with regard to this tin situation in Bolivia. 

Bolivia has nationalized and socialized its tin industry. Apparently 
by the allegations presented to us by American investors, as well as 
investors in other countries, they are suffering very much from it. 
Yet we continue to buy and stockpile tin from Bolivia, and there is 
some question as to whether or not it is needed. However, we are 
buying tin from a country that has nationalized its tin industry to 
the great detriment of American investors. 

Using that as a hypothetical problem, does the Export-Jmport 
Bank take cognizance of the governmental economic policy of the 
country that is seeking a loan, even though that governmental policy 
may not affect the particular industry that is going to be the recipient 
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of the loan, to wit, let us assume that a request comes from Bolivia 
for loans from the Export-Import Bank. 

Do you consider those requests independent and separate from the 
fact that Bolivia is following its nationalization program in respect 
to tin? 

Mr. Waveu. Senator, the political factors in respect to the loans 
of the Export-Import Bank are always in our mind. It is for that 
reason that the bank has consistently over the term of years asked 
the Department of State to be represented in an ex officio capacity to 
advise us with reference to the political problems in the respective 
countries. The Deputy Under Secretary of Economic Affairs, Mr. 
Herbert Prochnow, is invited and attends our weekly directors’ meet- 
ings and every loan is considered by the bank and considered by the 
Department of State from that very important factor you just men- 
tioned. 

Senator Morse. But if the State Department, using Bolivia still 
as a hypothetical, raises no political objections to a loan, let us say, 
that would go into a plant manufacturing plastics, even though 
Bolivia has nationalized the investment of Americans in other indus- 
tries, in this case tin, the Export-Import Bank then would consider 
itself free to make the loan in respect of the plastics industry. 

Mr. Wavau. Well, specially, with reference to the problem of 
Bolivia, that country is one of the few countries in South America 
that is now receiving aid, and I do not think they can generate dollars 
to pay any more loans than they have outstanding at this time. 

Senator Morse. That may be your position in regard to granting a 
loan to that particular country at this time. But what I am trying 
to inquire into is whether or not the Congress can look to the Export- 
Import Bank as an agent of the Congress to at least view with great 
concern the granting of a loan to any country that has nationalized 
part of its industry—because if we make the loan it seems to me they 
might look upon it as an implied approval of what they have done in 
respect to another industry. 

It disturbs me, for example, very much to see Bolivia do this in 
regard to the tin industry, and then have us make American taxpayer 
dollars available in connection with any other segment of their econ- 
omy, while at the same time they are confiscating the money of 
Americans in tin. Do I make my policy question clear? 

Mr. Wavuau. Very definitely, yes, sir. 

Senator Morss. I understand your answer to be that when a 
country does nationalize part of its industry and then is seeking loans 
that will aid another part of the industry, even after you have your 
exchange of views with the State Department, you still consider the 
Export-Import Bank a completely independent agency in that you 
would reserve the right to reject the loan if you thought it was not in 
the best economic interests of our country. 

Mr. Wavau. Yes, sir. 

Senator Morsr. I was very much interested in your testimony 
about the attempt to encourage private banking institutions in 
America to participate in these Export-Import loans, which I highly 
approve, because it is what I have called so many times part of the 
need of exporting capitalism. But I want to ask a question about the - 
interest rates. 
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When a private bank participates in one of these loans, does it find 
it necessary to charge an interest rate higher than the Export-Import 
Bank charges? 

Mr. Waueu. When a private bank participates in one of the loans 
made by the Export-Import Bank, the private bank takes its share of 
the interest pari passu with the bank, if it is taking it without the 
bank’s guaranty. If it is taking it with the bank’s guaranty, we are 
now allowing the bank, the private bank, the prime rate, which has 
been recently increased from 3 to 3% percent. 

Well, the example I gave this morning was a 5%-percent loan. The 
private bank will take 90 percent of the 5% percent interest. The 
bank will take 10 percent of the 5% percent interest. Or if the bank 
loans the entire amount and only asks for a guaranty on the 10 
percent, we get 2 percent commission on 10 percent of the loan. 

So there are two different ways in which the bank transacts their 
business with private banks. 

Senator Morse. | think I understand it, but to make doubly certain, 
I may ask this additional question. Let’s take a hypothetical, where 
there is a $50 million loan—the Export-Import Bank is going to loan 
$40 million and X Trust Co. has agreed to take $10 million. 

Mr. Waveu. I think I can anticipate your question. I didn’t get 
it at first. On a loan generated by the bank we would not allow'the 
private bank to take a larger rate of interest than the Export-Import 
Bank. 

Senator Morse. When it participates with the Export-Import 
Bank, it gets no more interest than the bank in behalf of the 
Government. 

Mr. Waueu. That is correct, 

Senator Morsgz. One last question, which goes to a matter of for- 
eign economic aid policy. Do you think I am justified, as I have been 
doing in some of my representations on foreign aid, to take the posi- 
tion that the work of the Export-Import Bank, or the services of the 
Export-Import Bank, should be enlarged because it is carrying out 
the objectives, at least in part, of those of us who have been arguing 
for an increase in the loans in our economic foreign policy and a de- 
crease in our grants. What the Export-Import Bank is doing is 
really exporting the economic freedom choice of capitalism to these 
areas of the world where we feel we need to build up economic free- 
dom if we are going to beat economic totalitarianism. 

Mr. Wauanu. I think that is very sound, Senator. I believe that 
the bank, in its loaning facilities, when the loans are made for con- 
structive purposes, where the loan helps the economies of the respec- 
tive countries either to make dollars or save dollars, we are taking a 
positive step toward the elimination of potential aid at some future 
time. I think that is the point that you make, 

Senator Morss. That is the point that I make—plus this addi- 
tional point which I would like to have you comment on, You 
know what we are constantly confronted with by way of argument of 
the Communists, namely, that our economic foreign policy leads to 
exploitation of the so-called weaker peoples, particularly when Ameri- 
can investors engage in their economic practices with no connection 
whatsoever with their own Government in the making of the invest- 
ments in the first instance. 
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Is it not true that when these American investments are made 
through the Export-Import Bank, that we have a pretty good answer 
to the Communist propaganda, that the approval of the United 
States Government stands behind the policy of the investment and 
_ the best guaranty that exploitation of these people will not take 
place. 

Mr. Wavau. I have never heard it expressed in just those words 
before, but I think you have an excellent point. And I think it was 
brought out very carefully by the President-elect of Brazil who said 
that he wanted to do business with the United States, and it was 
not green-eyed jealousy, but he wanted to develop the industry of 
Brazil and the economy of Brazil along the lines of our own country 
because he thought it had been successful. And J think in many 
instances we find where the loans have been made, the wages of the 
area have been increased. In the past 3 years I have been in many 
underdeveloped countries, and I have not. seen any evidences of 
exploitation on the part of. American investors. Quite the contrary, 
I think American know-how has done a great deal toward combating 
communism in the underdeveloped areas, not only of this hemisphere, 
but in certain sections of the East. 

Senator Morse. One final question. It is true, is it not, that they 
could not very well engage in economic exploitation practices if 
their investment has to get the careful scrutiny that a Government 
agency such as yours gives to it in the first instance. Is that not in 
and of itself a pretty good check upon subsequent practices that they 
could engage in? 

Mr. Wavuan. Yes, sir. 

Senator Morse. That is all, Mr. Chairman. 

The CuarrmMan. Thank you very much. Any further questions? 

Senator Caprenart. I just want to congratulate the bank, on being 
able to secure you as its president, sir. I know you are going to do an 
excellent job. 

Mr. Wavueu. Thank you. I would like to ask two questions. In 
the first place, the bank has made a long, semiannual report each 
6 months. It has been printed in such small type that you can 
scarcely read it. I wonder if the Banking and Currency Committee, 
in the interim report at the end of the calendar year, would object 
to our making a mimeographed or typewritten report giving you all 
the information you want, and at the close of the fiscal year we could 
have one annual report that will go into a great deal more detail than 
we have in the present report. In other words, we would rather make 
one good report and make our semiannual report which gives all the 
information you want, without going to the expense of having two 
mediocre reports. 

The CHarrMan. You do not need any authority to do that. You 
may do that. 

Mr. Waveu. This will be a mimeographed report. 

Senator Carpenart. Does it require a change in the law to do this? 

Mr. Wavueu. No, sir; but it is a change in custom. 

The CuarrMan. I think it would be a very great improvement and 
would help us. Even on the long one, I would be happy if the people 
drawing that up would make a summary for the benefit of the com- 
mittee, telling us what is in the long one—it might improve it. 
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Mr. WavuaGu. We are going to try to make one annual report and 
start on it now, for the end of the fiscal year, which would be more 
comprehensive, and I think more readable than the statistical 
information that has been given to you. 

One other thought. I would like to call attention of this committee 
to the fact that the bank’s charter expires June 30, 1958. I think it 
would be well if you give that some consideration, because people 
asking for loans now have brought that up to us in the last 90 days. 

Senator CaPEHART. Send up a bill to extend it and I am sure we 
can get it through. 

Mr. Wavau. It has been extended for shorter terms from time to 
time. What would you like to have us do, suggest 5 years or 10 years? 

The CHarrMaNn. Well, I would hate to say off the cuff like this. 
Why don’t you think it over and make a recommendation, that will 
raise the questior, and we will consider it. 

Mr. Waveu. Thank you all. 

The CuairMan. Thank you very much. 

That will conclude the hearing on Mr. Waugh’s nomination. 

(Whereupon, at 11:30 a. m., the committee proceeded to other 
business.) 
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